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We were focused on the problems of

the election system in Florida in this
recent election, and we were amazed at
the disenfranchisement that took place
there in so many different ways. But
we have come to understand that it is
not simply Florida, but everywhere we
look in this country we can point to
problems. Those problems include dys-
functional voting machines, long lines
where people are waiting to vote that
cannot get in before the polls close. We
saw the butterfly ballot, and we
learned that that was kind of the deci-
sion of one person. We saw in Florida,
for example, that one person in the
elections office could determine that
absentee ballots or requests or applica-
tions could be taken out from the of-
fice to be taken home to be worked on.
We saw all kinds of things.

So we are going to go around the
country, and we are going to hear
more. We are going to hear about con-
solidations that eliminate the ability
for people to participate. Again, we
have a lot of work to do. We will be
doing that, and we hope that everyone
who would like to be involved can be
involved in this.

f

SOCIAL SECURITY

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 3, 2001, the gentleman from Michi-
gan (Mr. SMITH) is recognized for 60
minutes.

Mr. SMITH of Michigan. Mr. Speak-
er, I am a farmer from Michigan, and I
know that you are as well in your
State of Florida.

Agriculture today and the plight of
farmers is one of the serious issues be-
fore Congress. Another serious issue
that is sort of the overriding consider-
ation of where we go in the next sev-
eral months is how high should taxes
be in this country and how should gov-
ernment spend that tax money that
comes down here to Washington as we
decide on the priorities for spending.

This first chart is a pie chart that
shows the different pieces of pie, or the
percentage of spending this year that
goes into several categories. Social Se-
curity takes 20 percent of all Federal
spending. Social Security is the largest
expenditure that we have in the Fed-
eral Government. Of course, the people
at risk are the young people today that
are going to be threatened with huge
increases in taxes or reduced benefits
in Social Security benefits.

Out of the approximately $2 trillion
that we will be spending this year, 2001,
20 percent goes to Social Security. The
next highest is 12 appropriation bills.
Twelve of the appropriation bills all to-
gether, what we spend a half a year ar-
guing on, spending for so-called discre-
tionary spending, discretionary mean-
ing what Congress has some discretion
over, is 19 percent of the budget. The
other 13th appropriation bill is defense,
and that takes 17 percent.

But here is Social Security now tak-
ing much more than even defense

spending, with Medicare at 11 percent.
Medicare is even growing because we
are talking now of how do we add some
prescription drug coverage to Medi-
care. So we are looking at the chal-
lenge of the Federal Government’s ex-
penditure and the Federal Government
getting bigger. That means more impo-
sition on individual rights. It is giving
more empowerment to Congress and
the White House, and it is taking away
authority and authorization and power
from individuals.

b 1645

So the first question it seems to me
should be, how high should taxes be?

Mr. Speaker, I would ask our listen-
ing audience to give us a guess in their
own mind of how many cents out of
every dollar they earn goes for taxes at
the local, State, and national level,
what percentage of what you earn goes
in taxes.

Well, if you are an average American
taxpayer, a little over 41 percent goes
in taxes, 41 cents out of every dollar
you earn. When the seniors graduate
next year or when they finish college
or high school and go into the job mar-
ket, on average they are going to be
shelling out 41 cents of every dollar
they earn in taxes, taking the first 4
months out of every year proportion-
ately to pay taxes.

And, of course, everybody is now con-
sidering their Federal tax bill. They
are looking at the taxes. If they have
some investment in some mutual
funds, they are getting notices on their
1099s that they have a capital gains tax
to pay, even though the value of that
mutual fund might have gone down in
this past year.

So the question then becomes, how
do we have tax fairness? It would be
my suggestion that we make every pos-
sible effort to reduce taxes from that 41
percent down to at least 35 percent.
That is what made this country great
is the fact that you are going to get
some reward for your efforts to save
and invest to try to maybe get a second
job or a second part-time job so you
can take care of your family.

Well, we now have a tax system that
says, look, not only are we going to tax
you at the same rate if you get a sec-
ond job, we are going to tax you at a
higher rate if you start earning more
money. I think there is a lot to do on
tax fairness. I think there is a lot to do
on tax simplification.

But I want to spend a little time
talking about where we go on finances,
and part of that question is how large
should the Government debt be in this
country.

Right now the debt today is $5.69 tril-
lion, almost $5.7 trillion of debt. I am a
farmer, as I mentioned, and our tradi-
tion on the farm has been to try to pay
off some of that mortgage to leave
your kids with a little better chance.
But what we are doing in this country
right now, in this body, and the Senate
and the White House is borrowing all of
this money and we are going to leave it

up to our kids and our grandkids to pay
back.

Without reform, Social Security
leaves our kids a legacy of debt larger
than we have today. Right now, of the
$5.7 trillion, $3.4 trillion is so-called
Treasury debt, Treasury bonds, Treas-
ury paper. It is so-called the debt to
the public, the public borrowing. The
rest of the debt is debt that we borrow
from the trust fund. Roughly $1.1 tril-
lion comes from the Social Security
trust fund that the Government has
borrowed that extra money coming in
from Social Security taxes and spent it
on other programs.

Yesterday we passed a bill to make
sure that we do not do that this year.
And then there is $1.2 trillion that is
from all of the other 119 trust funds.
And so, most of what we are doing with
the extra money coming in from the
trust funds, we are writing out an IOU
and we are using those dollars to pay
down the public debt.

But when the baby-boomers start re-
tiring around 2008, then we are looking
at a situation where there is not going
to be enough money coming in from
Social Security taxes to pay benefits.
So what do we do?

Well, what Washington has done in
the past is increase taxes. I think it is
important that we deal with Social Se-
curity now so that we do not rely on
tax increases in the future.

And that is why we have this curve.
As we pay down the debt held by the
public, eventually we are going to have
to start borrowing again to pay Social
Security benefits and Medicare bene-
fits, and that is going to leave our kids
with that huge debt load.

The temporary debt reduction plan
does little more than borrow the Social
Security surplus to repay the debt held
by the public; and when the baby-
boomers retire. Social Security sur-
pluses disappear and Federal debt
again soars.

Again on the debt, for the whole load
of hay, we see now that this is roughly
the division of that $5.7 trillion of debt.
But over time, if we keep borrowing
money from the Social Security trust
fund and Medicare trust fund and other
trust funds and use that money to pay
down the debt held by the public, then
the debt held by the public continues
to diminish, but the Social Security
trust fund debt and the Medicare trust
fund debt are still there. There is not
enough money there to pay the bene-
fits that are going to be required after
the baby-boomers retire.

That is demonstrated in this chart.
In the top left, we see a momentary
surplus in Social Security taxes com-
ing in. Right now your Social Security
taxes are 12.4 percent of essentially ev-
erything you make. But when the
baby-boomers retire and go out of the
pay-in mode to recipients of Social Se-
curity, then the problem really hits us
from twofold, a tremendous increase in
the number of retirees that are going
to be taking Social Security benefits
and a reduced number of workers that
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are paying in their taxes to cover the
cost of that program and starting.

Starting around 2012, there is going
to be an insufficient amount of Social
Security taxes coming in, so we are
going to have to come up with money
from someplace else.

What we have done on several occa-
sions that I think should make every
American very concerned is that we
have either increased taxes and/or re-
duced benefits. We did that in 1977. We
did it again in 1983 when we revised the
Social Security system.

This red, by the way, represents $9
trillion of unfunded liability. That is
why I think it is so important and I
have urged this administration and, of
course, I encouraged for the last 8
years the previous administration to
move ahead with some changes in So-
cial Security that will keep Social Se-
curity solvent.

I mean, if we take a trillion dollars
out of this total $5.6 trillion that we
are now guessing is going to be there
over the next 10 years and we use that
trillion to start some real returns on
some of that money, we can save Social
Security and keep it solvent for the
next 75 years.

If we put it off, that means that we
are going to have to be even more dras-
tic in the future to make these
changes. In other words, the longer we
put off the solution to Social Security,
the more drastic those changes are
going to have to be.

I mentioned $9 trillion in today’s dol-
lars. The unfunded liability means that
we would have to put $9 trillion into a
savings account today to earn enough
money in interest to pay benefits to
add to what is going to come in in So-
cial Security taxes to keep Social Se-
curity solvent for the next 75 years.

When Franklin D. Roosevelt created
the Social Security program over 6
decades ago, he wanted it to feature a
private sector component to build re-
tirement incomes. Social Security was
supposed to be one leg of a three-legged
stool.

I have some of those old brochures
that I have looked up in the archives
where it says, look, Social Security is
one-third of what should be
everybody’s effort to have a secure re-
tirement, one-third from Social Secu-
rity, one-third from your individual
savings and investment, and one-third
from some kind of a pension plan that
he encouraged everybody to partake in.
But right now we have almost 22 per-
cent of our Social Security recipients
that depend on Social Security for 90
percent or more of their total retire-
ment income.

So if there is one message in all of
this talk about Social Security, if
there is one message we can drive
home: it is the importance of saving
now for your retirement.

Let me tell you another reason. I
chaired the Social Security Task Force
here in Congress for the last couple of
years in the Committee on the Budget,
and the Social Security Task Force

brought in futurist experts on health
and on medicine, and their guess was
that within 20 years, anybody that
wanted to live to be 100 years old would
have that option, and their estimate
was that within 40 years anybody that
wanted to live to be 120 years old would
have that option.

I mean, what does that mean in all of
our individual lives? What does that
mean for our kids? What does that
mean in terms of the importance of
making the changes now to keep Social
Security solvent in the future?

The personal retirement accounts
that a lot of people have talked about
and some people have said to me, well,
now is not the time to talk about indi-
vidually owned accounts because look
what the stock market has done over
the last 12 years.

The fact is that an average person re-
tiring from Social Security 5 years
from now is going to get a 1.1 percent
return on the money that was paid in
that they paid in and their employer
paid in. Right now the average is 1.7
percent. But as taxes go up, the per-
centage and the likelihood that you are
going to get that money back is going
to diminish.

And so, the question is, can we do
better than getting a 1.1 percent or
even a 1.7 percent return on some of
that money?

The other danger is, so, if we can put
it into individual accounts where work-
ers of America own that account and
own that money so that when the prob-
lems in Washington make Members of
Congress and the Senate and the Presi-
dent feel that other spending is more
important, that we do not again cut
Social Security benefits.

So there is some security in having
this in individual accounts. And we can
put it in safe investments. We brought
in experts into our Social Security
Task Force that said, look, we can
guarantee a 4.2 percent return and
guarantee that you will have at least a
4.2 percent return on the way we are
going, we can invest your money.

Some other insurance companies
have higher rates. Some others have
lower rates. But the fact is that a CD
at your bank, other investments that
are secure, can do a lot better than
that 1.1 to 1.7 percent return.

The fact is that the Supreme Court,
on two decisions now, has said that
there is no entitlement to Social Secu-
rity. On two decisions the Supreme
Court says Social Security taxes are
simply another tax. Social Security
benefits are simply another law that
Congress has passed, and the President
has signed to have a certain benefit
structure and, therefore, there is no en-
titlement or no necessary connection
between the two.

I think that should make us nervous,
also.

Social Security is a system stretched
to its limits. Seventy-eight million
baby-boomers will begin to retire in
2008. Of course, the baby-boomers after
World War II, the soldiers came home

and there was a tremendous increase in
birth rate and at that time, of course,
we had that huge increase in popu-
lation. We had problems in building our
schools and building up our education
system and the kind of services nec-
essary to deal with that expanding pop-
ulation, and Social Security worked
very well as an expanded workforce,
paid in those taxes, and those taxes im-
mediately go out to pay the benefits of
existing retirees.
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Social Security spending exceeds tax
revenues starting technically in 2015,
and that is when the problems really
hit us. If there was a Social Security
trust fund, then the Social Security
trust fund would keep Social Security
solvent until 2034 or 2035.

But let me spend just a couple of
minutes on what the Social Security
trust fund is. You pay in currently 12.4
percent of the first roughly $80,000 you
earn in Social Security taxes. For the
last almost 6 years now, there has been
quite a huge surplus on the taxes com-
ing in as opposed to what was needed
to pay benefits.

Again it is a pay-as-you-go program.
Taxes come in and by the end of the
week, they are sent out in benefits al-
most. We are dealing with a situation
where the government then writes an
IOU, but you cannot cash in that IOU.
It is nonnegotiable. They write the
IOU, and say we are borrowing this
money; and for the last 42 years, gov-
ernment has been spending any surplus
that came in from Social Security on
other government spending.

Starting last year, for the first time,
and I introduced a bill in the spring of
1999 that said we would have a rescis-
sion or we would cut all spending if we
started digging into the Social Secu-
rity surplus, that ended up with the
lockbox bill of the gentleman from
California (Mr. HERGER).

We passed that again just yesterday,
a lockbox bill that says we are not
going to use the Social Security sur-
plus for any spending. But now there
are a bunch of IOUs in a steel file box
down there that technically says the
government has borrowed this money.

The question then becomes, when So-
cial Security needs the money, how is
it going to pay it back? It is going to
do one of three things. To come up
with that money to pay it back for
benefits, it is either going to reduce
the cost of Social Security, in other
words, lower benefits so there is not so
much to pay back or they are going to
reduce other spending or they simply
borrow more money.

You remember that earlier chart,
how we are going to leave our kids this
huge debt. That is because to pay So-
cial Security benefits, we are going to
have to borrow those huge amounts of
dollars. By huge, I mean over the next
75 years, borrowing or somehow coming
up with $120 trillion. Remember, our
total budget this year is $2 trillion.
Over the next 75 years, coming up with
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$120 trillion in excess of what is coming
in in Social Security taxes to pay the
benefits that are currently promised.

You can see now it is a huge problem.
Nobody knows quite how to solve this
problem. So we keep putting it off. The
danger of this legislative body, of
course, is until a crisis is almost on us,
we do not react in solving some of the
tough problems. That is why it is so
important, Mr. Speaker, that the
American people understand how dra-
matic, how challenging the problem is
of keeping Social Security solvent.

Insolvency is certain. We know how
many people there are and when they
are going to retire. It is not some kind
of economic projection. The actuaries
over in the Social Security Adminis-
tration know absolutely how many
people there are. Their estimate of how
long people are going to live is very,
very accurate; and we know how much
they are going to pay in and how much
they are going to take out in Social Se-
curity. Payroll taxes will not cover
benefits starting in 2015, and the short-
falls will add up to $120 trillion be-
tween 2015 and 2075.

This other chart shows the paying-in
problem. This is the demographics, the
changing makeup of our population.
Back in 1940, there were approximately
30 people working paying in their So-
cial Security tax for every retiree.
Today, there are just three people
working paying in their Social Secu-
rity tax for every one retiree. And over
on your right, you see by 2025, the esti-
mate is that at that time there are
only going to be two people working
for each retiree. Two people working
for each retiree. A huge challenge, a
huge potential to increase those taxes
on those two workers. As you increase
taxes, of course, you discourage eco-
nomic development.

There is no Social Security with your
name on it. As I give speeches around
the country, a lot of people think that
there is somehow an account that is in
their name that entitles them to Social
Security benefits. This is a quote from
the Office of Management and Budget
of the United States Government. They
say: ‘‘These trust fund balances are
available to finance future benefit pay-
ments and other trust fund expendi-
tures, but only in a bookkeeping sense.
They are the claims on the Treasury
that, when redeemed, will have to be fi-
nanced by raising taxes, borrowing
from the public or reducing benefits or
other expenditures.’’

I thought I would throw that quote
in, Mr. Speaker, to reaffirm the point
that I was just trying to make earlier,
that having the Social Security trust
fund and pretending that somehow that
is the solution out there is fooling our-
selves. It is fooling the American peo-
ple.

The public debt versus Social Secu-
rity shortfall. Some have suggested
that if we paid back the debt held by
the public, now $3.4 trillion, somehow
that savings on interest is going to ac-
commodate the $46.6 trillion shortfall

between now and 2057, over the next 56
years. This chart is simply to represent
that that $3.4 trillion debt and roughly
the 5 percent interest on that debt is
not going to accommodate the huge
shortfall in Social Security.

Some people have suggested, look, if
we can keep the economy going strong,
that will help solve our Social Security
problems. It helps solve the Social Se-
curity problems in the short run, but
because there is a direct relationship in
the Social Security benefits you re-
ceive to the wages that you pay in, in
the long term it does not help the prob-
lem, because the more you earn and
the more you pay in, eventually the
higher the benefits you are going to be
entitled to. And spelling this out, So-
cial Security benefits are indexed to
wage growth. When the economy
grows, workers pay more in taxes but
also will earn more in benefits when
they retire. Growth makes the num-
bers look better now but leaves a larg-
er hole to fill later. Any administra-
tion has got to realize that saying that
we are going to pay down the public
debt to save Social Security is not
going to do the job.

Helping me is a page by the name of
Martha Stebbins. Martha is from New
Hampshire. I was up in New Hamp-
shire, Martha, and bought some maple
syrup last summer. It is very good, but
we make maple syrup in Michigan, too,
that is pretty good. In fact, we make
some maple syrup on my farm.

Back to business. The biggest risk is
doing nothing at all. Social Security
has a total unfunded liability of over $9
trillion. The Social Security trust fund
contains nothing but IOUs. To keep
paying promised Social Security bene-
fits, the payroll tax will have to be in-
creased by nearly 50 percent or benefits
will have to be cut by 30 percent. Nei-
ther one should be an option of this
Congress or the Senate or the Presi-
dent.

How about investing the money? How
big a risk is it? The diminishing re-
turns of your Social Security invest-
ment. Right now, this chart represents
what you might get back in terms of
Social Security benefits based on what
you and your employer paid in, or if
you are self-employed, what you paid
in.

The real return of Social Security is
less than 2 percent for most workers
and shows a negative return for some
compared to over 7 percent for the
market on the average over the last 100
years. If you look at just the last 10
years, then we are looking at returns
that exceed 14 percent. It is a negative
return, by the way, for minorities.

So if a young black male today be-
cause they have a shorter life span,
they spend their life paying into Social
Security, but then die and might get a
$200 death benefit, but they essentially
lose all their money. If some of this
money was in their own account, then
it would go to their heirs and it would
not be simply kept by the Federal Gov-
ernment saying, well, this helps bal-

ance out everything else. On average,
as I mentioned, it is 1.7 percent with a
market return of over 7 percent.

This is a chart, I thought to dem-
onstrate this point, the fact that it is
not a good investment, it is not a good
idea, and again let me make sure that
everybody understands, Mr. Speaker,
that in all of the proposals to solve So-
cial Security, none of those proposals
touch the disability and survivor bene-
fits. So that portion of the Social Secu-
rity that goes for disability, if you get
hurt on the job, then you get some ben-
efits the rest of your life, or if you die
and your spouse or your kids need help,
none of the proposals nor the three
bills that I have introduced over the
last 8 years, none of the proposals dig
into that survivor disability portion of
the package.

But to get back all of the money that
you and your employer have paid in is
going to take anybody that retires in
the next several years, it is going to
take 23 to 26 years that you are going
to have to live after retirement to
break even, to get back the money you
and your employer put in. Because
taxes have gone up so dramatically,
that is why this graph has gone up and
you are going to have to spend more
time and live longer after you retire to
break even. Of course, if you happened
to retire in 1940, it took 2 months to
get back everything you put in. In 1960,
2 years. Today it takes 23 years. You
have got to live 23 years after you re-
tire to break even and get the money
back that you and your employer paid
in in Social Security taxes.

This chart represents how we have
increased taxes over the years. So peo-
ple that say, well, you know, politi-
cians that have to run for reelection
would not dare to increase taxes again
because already 75 percent of working
Americans pay more in the Social Se-
curity tax than they do in the income
tax. Seventy-five percent to 78 percent
of Americans today pay more in Social
Security tax, 78 percent if it is the
total FICA tax, than they do in income
tax.

And it is a very regressive way to
tax. Yet this country has substantially
increased that tax. In 1940, we had a 2
percent rate. That meant the employer
paid 1 percent and the worker paid 1
percent on the first $3,000. The max-
imum for the year for both employee
and employer were at $60 a year.

By 1960, we raised the rate to 6 per-
cent, raised the base to $4,800; and the
maximum was $288 a year. In 1980, we
raised the rate to 10.16 percent on a
base that was increased to $25,900. So
the maximum went up to $2,630 a year.

Today we have a 12.4 percent tax, 6.2
for the employee and 6.2 for the em-
ployer on, since it is indexed is now up
to $79,000, on the first $79,000, so the
maximum total is about $10,000 a year.

This is our history of every time gov-
ernment has got into trouble where
they needed more money than was pro-
vided by the revenues and the benefits
that have been expanded, of course,
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over the years, then we ended up in-
creasing taxes. And twice, in 1977 and
in 1984, we also reduced benefits.

This is what I was mentioning in the
FICA tax. So the FICA tax, 12.4 is So-
cial Security; and the rest of the 15-odd
is Medicare. So a total of a little over
15 percent goes in your payroll tax.

Right now 78 percent of American
working families pay more in the pay-
roll deduction in the FICA tax than
they do in income tax. What I am try-
ing to do with that chart is shout that
it would be very unfair to again raise
those taxes. But if we do not deal with
Social Security now and we say, look,
we are just going to use the Social Se-
curity surplus to pay down the debt
held by the public, that $3.4 trillion to
accommodate the $50 or $60 trillion
shortfall in Social Security and pre-
tend that somehow that is going to fix
Social Security, I think it is not fair to
ourselves to say that and I think it is
not fair to the American people to
think that that is going to be a possi-
bility.

These are the six principles of my So-
cial Security bill that I have been in-
troducing. I was chairman of the Sen-
ate finance committee in the State of
Michigan before I came here, and there
were a couple of considerations and
concerns I had before I came to Con-
gress, and that was the low savings
rate in the United States. We have a
lower savings rate than any of the
other G–7 countries.

Our savings rate is about 5 percent of
what we earn. In Japan, for example, it
is about 19 percent. In Korea, it has
been as high as 35 percent of what they
earn. We used to in this country save
about 15 percent. Back in the 1940s and
1950s we were saving almost 15 percent
of what we earned.
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But now our savings rate has tremen-

dously gone down. Part of it maybe is
the advertisements of ‘‘Fly now, pay
later.’’ ‘‘Come in and get a new car and
get $200 immediate cash to buy Christ-
mas presents,’’ or something.

So we have encouraged debt. So there
is a danger not only of the Federal
Government mounting this kind of
debt, but there is a problem with indi-
vidual Americans relying more and
more on those credit cards or other
credit systems to borrow and borrow
more money. That does a couple
things. Number one, it disrupts eco-
nomic expansion, because savings and
investment mean that that investment
is what companies use to do the re-
search, to buy the kind of state-of-art
equipment and machinery that can ac-
commodate international competition.

It was important to me when I came
to Congress that I try to do the kind of
things to encourage savings, and one of
those things was allowing some of this
large Social Security tax to be in-
vested and to be in the name of individ-
uals. So that is when I started writing
the bills.

So, number one, my Social Security
proposals protect current and future

beneficiaries, allow freedom of choice.
In other words, if you do not want to
go with any kind of a private invest-
ment plan that will be limited to safe
investments by law and you want to
stay in the current system, you can. It
preserves the safety net, because we
are not going to allow anybody to go
without food or shelter in this country.
It makes Americans better off, not
worse off; and it creates a fully-funded
system, and no tax increase.

Personal retirement accounts offer
more retirement security.

If I have to take a drink of water,
that probably means that I have talked
almost long enough, and maybe the lis-
tening audience has listened long
enough, so I am going to finish the last
few slides.

Personal retirement accounts offer
more retirement security. If John Doe
makes an average of $36,000 a year, he
can expect monthly payments in Social
Security of $1,280, or from a personal
retirement account he can expect
$6,514.

When we passed the Social Security
law back in 1934, we said that States
and local governments could opt out of
Social Security and develop their own
pension retirement plan. Galveston,
Texas, did just that. They decided not
to go into Social Security, but to have
their own retirement plan. Right now
this chart compares what those indi-
viduals in Galveston County have as
death and disability and retirement
benefits as opposed to what they would
have in Social Security.

On the death benefits, Social Secu-
rity, $253; the Galveston plan, $75,000 in
death benefits. Social Security, $1,280;
the Galveston plan, with their own in-
vestments, $2,749. Monthly retirement
payments, $1,280, compared to Gal-
veston retirees getting $4,790.

San Diego did the same option. San
Diego enjoys personal retirement ac-
counts, PRAs, as well. A 30-year-old
employee who earns a salary of $30,000
for 35 years and contributes 6 percent
to his PRA would receive $3,000 per
month in retirement. Under the cur-
rent system he would contribute twice
as much in Social Security, but only
receive $1,077.

The difference between San Diego’s
system of PRAs and Social Security is
more than the difference in a check. It
is also the difference in ownership, in
knowing that politicians are not going
to take that away from you.

Even those who oppose PRAs agree
they offer more retirement security.
This is a letter from Senator BARBARA
BOXER and DIANNE FEINSTEIN and TED
KENNEDY to President Clinton. In their
letter they said, ‘‘Millions of our con-
stituents will receive higher retire-
ment benefits from their current public
pensions than they would under Social
Security.’’

So the question is, how can we make
this more available to everybody, to, in
effect, guarantee they are going to be
better off and they are going to have
an ownership of some of that retire-
ment account?

I represented the United States in de-
scribing our pension retirement system
in an international forum in London a
couple of years ago, and it is inter-
esting the number of countries that are
ahead of us in terms of allowing their
workers to own personal retirement ac-
counts.

In the 18 years since Chile offered the
PRAs, 95 percent of Chilean workers
have created accounts. Their average
rate of return has been 11.3 percent per
year. Among others, Australia, Britain,
Switzerland, all offer worker-PRAs.
The British workers chose PRAs with
10 percent returns, and two out of three
British workers enrolled in the second-
tier social security system. They are
allowed to have half of their social se-
curity taxes go into these personal re-
tirement accounts, and they have been
getting 10 percent-a-year return.
Again, that compares to our Social Se-
curity return, currently at 1.7 percent.

This is what has happened in equity
investments over the last 100 years. It
is a graph of the ups and downs of the
returns on equities. Some bad years, in
the early 1920s, during the Depression,
1929, a little depression. But, on aver-
age, if you leave your money in for
over 12 years, in any time period, then
you did not lose any money on equity
investments. The average return over
this time period was 6.7 percent.

Again, we are looking at a system,
such as all Federal employees know
about the Thrift Savings Plan, so it is
limited to safe investments. It is lim-
ited to your choice of how much you
want to put in equities versus govern-
ment Treasury bills versus bonds for
corporations, fixed income bonds or
variable interest rate income bonds. So
you balance that in terms of mini-
mizing risk, and in all cases the ex-
perts suggest that it is going to be
very, very easy to do much, much bet-
ter than the 1.1 to 1.7 percent return
you are going to get on Social Secu-
rity.

Based on a family income of $58,475,
the return on a personal retirement ac-
count is even better. We divided this
into three different areas, if you invest
2 percent of your wages or 6 percent of
your wages or 10 percent of your wages.
If the average working life span is,
what, if you go to work at 20, 25, and
you retire at 65, 70, so on average I sus-
pect we are working 40 years, paying in
our Social Security taxes, so let me
jump way over to the 40 years.

If you were to work 40 years and in-
vest 2 percent of your money, then you
would end up with just a little over a
quarter of a million dollars. If you in-
vested 10 percent of your money, you
would have $1.4 million over the 40
year-period.

What we are looking at, if you just
invested this money at 2 percent for
the first 20 years, you would still have
$55,000 after 20 years; or if you invested
at 10 percent, you would have $274,000
over 10 years.

Again, the fact is that long-term in-
vestments, even with the fluctuations
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for that 12-year or 15-year period, we
have never had a 12- or 15-year period
in the history of the stock market, of
equities, where there has been a loss.
Again, the average return on such an
investment has been 6.7 percent.

Okay, let me finish up just briefly
with the Social Security bill that I
have introduced. I am rewriting that
bill now to make a couple changes that
I think are important.

The question is, some people argue,
well, you cannot let individuals invest
the money themselves. So what I have
done in this legislation is I have lim-
ited the investment to safe invest-
ments, index stocks, index bonds, an
index of mutual funds, or an index of
some of the foreign stock investments
funds. That is what we are doing in the
Thrift Savings Plan also.

My legislation allows workers to in-
vest a portion of their Social Security
taxes in their own personal retirement
savings accounts that start at 2.5 per-
cent of wages and gradually increase.
So 2.5 percent out of the 12.4 percent
that is going in Social Security taxes
you would be allowed to have in your
own account and invest it in your se-
lection of maybe four, maybe five, lim-
ited so-called safe investments, and
then I would leave it up to the Sec-
retary of Treasury to add to that any
other investment potential that he
thought was safe and reasonable to add
to this selection.

My proposal does not increase taxes.
It repeals the Social Security earnings
test for everybody over 62 years old; it
gives workers the choice to retire as
early as 59.5 years old, and as late as 70.
In my proposal, I made a suggestion
that you could increase your benefits 8
percent a year for every year after 65
that you delayed taking those benefits.

Mr. Speaker, it gives workers the
choice to retire at 591⁄2. It gives each
spouse equal share of the PRSAs. If
you are a stay-at-home mom, you get
half of what your husband makes; or if
you are a stay-at-home dad, half of
what your wife makes would go in your
individual PRSA account. So it is al-
ways divided equally between the two
spouses. If one spouse makes more than
the other spouse, they are added to-
gether and divided by two to represent
how much would go into each account.

It also increases widow and widower
benefits up to 110 percent. That is par-
tially to encourage retirees that might
be a surviving widow or widower to live
in the same home. You cannot do it
now. One cannot live on half as much
money as two. So this adds to the sur-
viving spouse’s benefit.

It reinforces the safety net for low-
income and disabled workers. It passes
the Social Security Administration’s
75-year solvency test. In other words,
the actuaries over at Social Security
have scored this and said this will keep
Social Security solvent for at least 75
years. Actually, it would keep Social
Security solvent forever, the way it is
written.

The bill takes a portion of on-budget
surpluses over the next 10 years. That

is what I would like to stress. This bill
borrows $800 billion of surpluses other
than the Social Security surpluses to
make the transition. Since we are tak-
ing all the money essentially now that
is coming in and paying out $400 billion
a year in Social Security benefits, how
do you come up with enough money to
stop paying out? You are not going to
stop paying out those benefits, so how
do you make the transition?

So the transition is made from bor-
rowing some money from the general
fund. Now that we have this surplus
coming in, now is the time to take that
step. So if we can take $1 trillion now
from the other surpluses to fix Social
Security, then we are going to have So-
cial Security solvent; and it is not
going to haunt our kids and grandkids
later.

It uses capital market investments
to create Social Security’s rate of re-
turn above the 1.7 percent workers are
now receiving. Over time, PRSAs grow,
and Social Security fixed benefits are
reduced. It indexes future benefit in-
creases to the cost-of-living increases
instead of wage growth.

b 1730
In other words, part of the problem

now with Social Security is that bene-
fits go up faster than the economy.
Benefits increase based on wage infla-
tion, which is higher than the CPI in-
flation. So one of the things my bill
does is it changes the index of how
much wages are increased to inflation.
So it covers the increased cost of ev-
erything we buy, but it does not go up
faster than everything we buy, as is
currently structured under the current
Social Security law.

Let me finish, Mr. Speaker, by sim-
ply saying that I think we are in luck
with this new President we have. He
suggested that we leave some of the
money that taxpayers are paying in,
now at an all-time high. We are paying
more taxes now, at the 41 cents out of
every dollar, than we have ever paid in
the history of America in peacetime.
There was one year during World War
II that it was higher than what it is
today.

So the fact is that another way to
say that we have a surplus is saying
that we are overtaxing somebody,
someplace, somehow. So let us make
taxes more fair, but at the same time,
this President has said it is important
to continue to pay down the debt so
our kids and our grandkids are not left
with that huge mortgage on the way
we have operated government.

Thirdly, he said that we have to fix
Social Security. So I am encouraged. I
think the challenge before this body is
not sweeping this problem of Social Se-
curity and Medicare solvency under the
rug, to leave it for future Congresses or
as future problems for taxpayers that
will be our kids and our grandkids.

f

MESSAGE FROM THE SENATE
A message from the Senate by Mr.

Lundregan, one of its clerks, an-

nounced that the Senate has passed
without amendment concurrent resolu-
tions of the House of the following ti-
tles:

H. Con. Res. 28. Concurrent resolution pro-
viding for a joint session of Congress to re-
ceive a message from the President.

H. Con. Res. 32. Concurrent resolution pro-
viding for a conditional adjournment of the
House of Representatives and a conditional
recess or adjournment of the Senate.

The message also announced that
pursuant to Public Law 94–304, as
amended by Public Law 99–7, the Chair,
on behalf of the Vice President, ap-
points the following Senators as mem-
bers of the Commission on Security
and Cooperation in Europe (Helsinki)
during the One Hundred Seventh Con-
gress—

the Senator from Texas (Mrs.
HUTCHISON);

the Senator from Kansas (Mr.
BROWNBACK);

the Senator from Oregon (Mr. SMITH);
and

the Senator from Ohio (Mr.
VOINVOICH).

The message also announced that
pursuant to Public Law 106–550, the
Chair, on behalf of the Majority Lead-
er, announces the appointment of the
following individuals to serve as mem-
bers of the James Madison Commemo-
ration Commission Advisory Com-
mittee—

Steven G. Calabresi, of Illinois; and
Forrest McDonald, of Alabama.
The message also announced that

pursuant to Public Law 106–398 and in
consultation with the chairmen of the
Senate Committee on Armed Services
and the Senate Committee on Finance,
the Chair, on behalf of the President
pro tempore appoints the following in-
dividuals as members of the United
States-China Security Review Commis-
sion:

Michael A. Ledeen, of Maryland.
Roger W. Robinson, Jr., of Maryland.
Arthur Waldron, of Pennsylvania.

f

PUBLICATION OF THE RULES OF
THE COMMITTEE ON SCIENCE—
107TH CONGRESS

The SPEAKER pro tempore (Mr.
PUTNAM). Under a previous order of the
House, the gentleman from New York
(Mr. BOEHLERT) is recognized for 5 min-
utes.

Mr. BOEHLERT. Mr. Speaker, enclosed,
please find a copy of the Rules of the Com-
mittee on Science of the U.S. House of Rep-
resentatives. The Committee on Science
adopted these rules by voice vote on February
14, 2001. We are submitting these rules to the
CONGRESSIONAL RECORD for publication in
compliance with rule XI, clause 2(a)(2).
COMMITTEE ON SCIENCE RULES FOR THE 107TH

CONGRESS

RULE 1. GENERAL PROVISIONS

General Statement

(a) The Rules of the House of Representa-
tives, as applicable, shall govern the Com-
mittee and its Subcommittees, except that a
motion to recess from day to day and a mo-
tion to dispense with the first reading (in
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